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BAUCUS
REMARKS BY
SENATOR MAX BAUCUS
TO THE
COLLEGE OF AMERICAN PATHOLOGISTS
MARCH 3, 1988
THANK YOU, DOCTOR ZASTROW. I APPRECIATE THE
OPPORTUNITY TO MEET WITH YOU THIS MORNING.
I SEE THAT YOU ARE SCHEDULED TO VISIT WITH
YOUR CONGRESSIONAL DELEGATIONS THIS AFTERNOON-
YOU KNOW, IT'S TOO BAD YOU WERE NOT HERE LAST
WEEK. THAT'S WHEN WE WERE HAVING A MARATHON
FILIBUSTER IN THE SENATE ON CAMPAIGN FINANCE
REFORM-
AFTER A COUPLE HUNDRED HOURS OF AROUND-THE-
CLOCK DEBATE ON ELECTION SPENDING LIMITS, I CAN
TELL YOU THAT A FEW SENATORS LOOKED AS THOUGH THEY
NEEDED TO SEE A DOCTOR!
AND YOU MAY HAVE HEARD ABOUT MY FRIEND BOB
PACKWOOD FROM OREGON. HE ENDED UP IN THE HOSPITAL
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LAST WEEK AFTER BREAKING HIS FINGER WHEN THE
SARGEANT AT ARMS WAS ACTUALLY ORDERED TO GO OUT
AND ARREST THE FILIBUSTERING SENATORS-
JUST THINK ABOUT THE GOLDEN OPPORTUNITY THOSE
DOCTORS AT GEORGE WASHINGTON HOSPITAL HAD TO TELL
BOB A THING OR TWO ABOUT FEDERAL HEALTH POLICY
WHILE RE-SETTING THE BROKEN BONES OF THE SENIOR
REPUBLICAN ON THE SENATE FINANCE COMMITTEE!
GROWTH IN HEALTH SPENDING
TODAY, I WANT TO TALK ABOUT WHERE I SEE US
HEADING AS A NATION ON HEALTH CARE SPENDING-
BUT FIRST, I THINK A BIT OF HISTORY MIGHT BE
HELPFUL-
I CAME TO CONGRESS IN 1974 AS A FRESHMAN
MEMBER OF THE HOUSE OF REPRESENTATIVES-
REMEMBER THE EARLY 1970'S? BACK THEN, TOTAL
HEALTH SPENDING IN THE U.S. ECONOMY BY EVERYBODY -
- GOVERNMENT, PRIVATE INDIVIDUALS, AND EMPLOYERS -
- WAS ABOUT $100 BILLION A YEAR.
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WELL, IN 1989 WE WILL SPEND ALMOST THAT MUCH
JUST ON MEDICARE ALONE!
THAT'S RIGHT- WE WILL SPEND AS MUCH NEXT
YEAR ON ONE FEDERAL HEALTH PROGRAM AS WE SPENT IN
THE EARLY 1970s ON ALL HEALTH CARE.
I REMEMBER THE HEALTH CARE DEBATES IN
CONGRESS BACK IN THE 1970s. THAT 'S WHEN HEALTH
SPENDING WAS GALLOPING ALONG WITH DOUBLE-DIGIT
INFLATION-
AND WE WERE BOUND AND DETERMINED TO KEEP
HEALTH SPENDING BELOW 8 PERCENT OF THE GROSS
NATIONAL PRODUCT. PEOPLE USED TO SWEAR THAT 8
PERCENT WAS THE ABSOLUTE LIMIT THAT THE AMERICAN
PEOPLE WOULD TOLERATE-
THERE WERE EVEN PEOPLE TALKING ABOUT HOW
RUINOUS IT WOULD BE TO OUR ECONOMY IF HEALTH
SPENDING WAS AS HIGH AS 9 PERCENT OF GNP. THEY
FEARED HEALTH CARE WOULD SOON CROWD OUT NEEDED
SPENDING IN OTHER AREAS.
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WELL, 1974 WAS ONLY 14 YEARS AGO. BUT
SOMEHOW THOSE DEBATES SEEM LIKE ANCIENT HISTORY
NOW.
TODAY, WE ARE DEDICATING ALMOST 12 PERCENT OF
OUR GNP, $500 BILLION A YEAR, TO HEALTH CARE.
THAT'S MORE THAN WE SPEND ON OUR NATIONAL DEFENSE
AND THE DEFENSE OF OUR ALLIES. IN FACT, IT' S MORE
THAN THE TOTAL OF GOVERNMENT SPENDING OF ANY OTHER
INDUSTRIALIZED NATION ON EARTH.
AND THE EXPERTS TELL US THAT BY THE YEAR
2000, JUST 12 YEARS FROM NOW, WE WILL TRIPLE OUR
NATIONAL HEALTH SPENDING TO $1.5 TRILLION A YEAR.
BY THEN, THE HEALTH DOLLAR WILL REPRESENT 15
PERCENT OF THE UNITED STATES GNP.
AND HERE 'S THE MOST STARTLING FACT OF ALL.
THAT'S A CONSERVATIVE FIGURE-
IT ASSUMES NO NEW MAJOR HEALTH PROGRAMS ARE
STARTED UP TO TAKE CARE OF PROBLEMS LIKE
CATASTROPHIC ILLNESS OR LONG TERM CARE. AND IT
ASSUMES NO RETURN TO THE DAYS OF DOUBLE-DIGIT
INFLATION.
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I START WITH THESE COMMENTS ABOUT HEALTH
SPENDING FOR TWO REASONS. FIRST, IT'S A GOOD
BACKDROP ON WHERE WE HAVE BEEN.
SECOND, IT'S SOBERING TO. REFLECT ON JUST HOW
WRONG WE WERE ABOUT WHERE WE WERE HEADING AND THE
MAGNITUDE OF THE PROBLEM THAT WE NOW FACE.
IT ALSO POINTS OUT ONE OTHER THING- IT IS
ALMOST IMPOSSIBLE TO SEPARATE THE ISSUE OF HEALTH
POLICY FROM THE CONCERN ABOUT HEALTH SPENDING-
THE FEDERAL DEFICIT
LIKE IT OR NOT -- AND MOST OF US DON'T LIKE
IT -- WE ARE NOW IN AN ERA COMPLETELY DOMINATED BY
THE CONCERN ABOUT SPENDING AND SOARING DEFICITS-
AND FOR GOOD REASON, TOO. THE FEDERAL
DEFICIT IS THE SINGLE GREATEST THREAT FACING US AS
A NATION. THE SINGLE GREATEST THREAT.
IN 1986, THE DEFICIT PEAKED AT OVER $200
BILLION IN ONE YEAR. AND IT'S NO SECRET WHY
THAT HAPPENED.
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IN THE EARLY 1980S, WE DRAMATICALLY CUT BACK
ON FEDERAL REVENUES BY APPROVING THE LARGEST TAX
CUT IN HISTORY.
THEN WE ADDED OVER ONE TRILLION IN SPENDING
FOR MILITARY HARDWARE IN ANNUAL INSTALLMENTS THAT
WERE SIMPLY IMPOSSIBLE TO MAINTAIN.
SO, WHILE OUR COMPETITION IN THE INTER-
NATIONAL MARKETPLACE -- JAPAN, GERMANY AND OTHER
NATIONS -- WERE INVESTING IN EDUCATION, RESEARCH,
JOB TRAINING, AND THE HEALTH OF THEIR CITIZENS, WE
WERE WATCHING THE INTEREST EXPENSE ON OUR DEBT
DOUBLE.
IN FACT, RIGHT NOW THE FASTEST GROWING ITEM
IN THE FEDERAL BUDGET IS NOT HEALTH CARE OR
DEFENSE OR SOCIAL SECURITY. IT'S PAYING THE
INTEREST ON OUR $2 TRILLION CREDIT CARD.
THE REAL TRAGEDY IS THAT MUCH OF THE DEFICIT
COULD HAVE BEEN AVOIDED. THE TAX CUTS AND THE
DEFENSE BUILD UP COULD HAVE BEEN MORE REALISTIC.
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AND WE COULD HAVE RESPONDED SOONER TO THE COM-
PETITION IN INTERNATIONAL TRADE WITH PRUDENT
INVESTMENTS OF OUR OWN.
BUT WE DID NOT PURSUE THAT COURSE. AND NOW
WE ARE PAYING THE PRICE-
REDUCTIONS IN FEDERAL HEALTH SPENDING
LAST DECEMBER, CONGRESS SENT THE PRESIDENT
TWO MASSIVE BILLS TO SIGN. YOU MAY REMEMBER THEM
FROM THE PRESIDENT'S STATE OF THE UNION ADDRESS.
THEY WERE THE HUGE STACKS OF PAPER THAT THE
PRESIDENT LIFTED UP FOR THE TV CAMERAS.
ONE OF THOSE BILLS, THE SO-CALLED BUDGET
RECONCILIATION ACT, CONTAINED OVER 200 PAGES OF
SINGLE SPACED LEGISLATIVE LANGUAGE JUST TO
DESCRIBE THE CHANGES IN HEALTH CARE PROGRAMS-
THAT'S 200 PAGES JUST TO SAY HOW TO CHANGE
THE LAW. AND THAT'S ONLY THE TIP OF THE ICEBERG.
IT WILL PROBABLY TAKE MONTHS, IF NOT YEARS,
TO TRANSLATE THE LEGISLATIVE LANGUAGE TO
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REGULATION LANGUAGE AND THEN, WITH LUCK, TO
ENGLISH-
BUT, WHY IS HEALTH CARE SUCH A TARGET YEAR
AFTER YEAR?
I THINK THERE ARE A NUMBER OF REASONS WHY
FEDERAL HEALTH SPENDING IS IN THE CROSS-HAIRS OF
THE BUDGET RIFLE.
FIRST, WHILE THE DELIVERY OF HEALTH CARE IS
OVERWHELMINGLY PRIVATE, THE FINANCING OF HEALTH
CARE IS INCREASINGLY GOVERNMENTAL.
OVER 40 PERCENT OF THE U.S- HEALTH DOLLAR
COMES FROM FEDERAL, STATE OR LOCAL SOURCES-
PROGRAMS LIKE MEDICARE AND MEDICAID ARE ONLY THE
MOST OBVIOUS. THERE ARE LITERALLY DOZENS,
PROBABLY HUNDREDS, MORE-
WHAT THIS MEANS IN SIMPLE ARITHMETIC IS THAT
WE CANIT AFFORD TO IGNORE HEALTH SPENDING EVEN IF
WE WANTED TO-
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LET ME PUT IT ANOTHER WAY. IF WE EXEMPTED
FEDERAL HEALTH SPENDING FROM FURTHER REDUCTIONS AT
THE SAME TIME THAT SOCIAL SECURITY AND DEFENSE ARE
OFF-LIMITS, WE WOULD BE LEFT WITH ONLY ABOUT 20
PERCENT OF THE FEDERAL BUDGET FROM WHICH TO FIND
CUTS.
SECOND, WHEN IT COMES TO HEALTH CARE, THE
AMERICAN PEOPLE WANT IT BOTH WAYS.
WE ARE MESMERIZED BY THE LATEST MIRACLE
TECHNOLOGIES AND THE WONDER DRUGS. AND THEN WE
ARE OUTRAGED WHEN WE ARE SENT THE BILL IN THE FORM
OF HIGHER INSURANCE PREMIUMS OR THE COMPUTER
PRINTOUT FOR A FOUR DAY HOSPITAL STAY.
AND DON'T THINK FOR A MOMENT THAT CONGRESS
ISN'T TORN BETWEEN THESE TWO EXTREMES.
HOW ELSE CAN YOU EXPLAIN HOW THE SAME BILL
THAT CUTS FEDERAL HEALTH SPENDING BY OVER $5
BILLION ALSO INCLUDES PROVISIONS TO:
-- EXPAND HEALTH CARE FOR YOUNG MOTHERS AND
THEIR FAMILIES,
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INCREASE THE AVAILABILITY OF HOME CARE FOR
THE ELDERLY, AND
-- ESTABLISH TOUGH NEW QUALITY STANDARDS FOR
NURSING HOMES.
FINALLY, THERE'S THE DIFFICULT QUESTION OF
WHAT REALLY HAPPENS WHEN HEALTH SPENDING IS CUT?
WHEN CUTS ARE MADE IN DEFENSE, WE KNOW
PRECISELY HOW MANY NEW SHIPS OR MISSLES WON T BE
BUILT. AT NASA, WE KNOW HOW MANY SHUTTLE FLIGHTS
WILL BE DELAYED OR SCRATCHED ALTOGETHER.
BUT, WHEN WE CUT HEALTH CARE SPENDING, WE ARE
TOLD THAT WE MAY ADVERSELY AFFECT IQUALITY , BUT
NOBODY REALLY KNOWS BY HOW MUCH. THE TRUTH IS
THAT WE JUST DON T KNOW AT WHAT POINT WE ARE
PAYING FOR FEWER UNNECESSARY HOSPITALIZATIONS AND
MARGINALLY VALUABLE TESTS, AND WHEN COST-CUTTING
STARTS HITTING THE BONE-
FUTURE TRENDS
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WHAT DOES ALL THIS MEAN FOR THE FUTURE? WHAT
DOES IT MEAN EVEN FOR THE NEXT SIX OR EIGHT
MONTHS OF THE 100TH CONGRESS?
FOR THE IMMEDIATE FUTURE, I WOULD NOT EXPECT
MUCH ACTION ON THE HEALTH CARE AGENDA OTHER THAN
COMPLETION OF THE CATASTROPHIC HEALTH INSURANCE
BILL-
THIS IS AN ELECTION YEAR, AS WE ARE REMINDED
EVERYDAY ON THE EVENING NEWS. HISTORICALLY,
ELECTION YEARS PRODUCE LEGISLATIVE STALEMATES, NOT
DRAMATIC DEVELOPMENTS.
THIS IS ALSO A YEAR WHEN THE WHITE HOUSE IS
LIKELY TO CONCENTRATE ON FOREIGN POLICY CONCERNS,
NOT DOMESTIC BUDGET ISSUES. THE PRESIDENT HAS ONE
LAST CHANCE TO GET HIS AID PACKAGE FOR CENTRAL
AMERICA, HIS INF AGREEMENT, AND MAYBE A MIDDLE
EAST PLAN.
SO, I THINK THAT WE ARE HEADED FOR A PERIOD
WHEN FOREIGN POLICY AND ELECTION POLITICS WILL BE
ON CENTER STAGE.
4
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AND, THAT'S NOT NECESSARILY BAD NEWS FOR
HEALTH CARE PROGRAMS. IN FACT, WHEN I MET
RECENTLY WITH THE MONTANA HOSPITAL ADMINISTRATORS,
THEIR MESSAGE TO ME WAS THEY WOULD WELCOME A YEAR
WITHOUT A MAJOR HEALTH BILL-
THEY TOLD WE THAT IT'S GOING TO TAKE AT LEAST
A YEAR JUST TO DIGEST THE CRUSH OF REIMBURSEMENT
CHANGES MADE IN THE PAST FEW YEARS.
FOR THE LONGER FUTURE, WE ALL HAVE SOME
SORTING OUT TO DO-
IF WE HAVE LEARNED ONE THING FROM OUR COST-
CONTROL EFFORTS SO FAR, IT IS THAT OUR TOOLS ARE
BASICALLY CRUDE AND INEFFECTIVE-
WE CREATED THE PROSPECTIVE PAYMENT SYSTEM IN
1983 WITH MUCH FANFARE ABOUT FINALLY GETTING A
GRIP ON MUSHROOMING HOSPITAL COSTS.
BUT WHAT WE HAVE DISCOVERED IS THAT WHEN WE
SQUEEZE THE HEALTH COST BALLOON IN ONE PLACE, IT
BULGES IN ANOTHER.
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HEALTH COSTS THAT ONCE APPEARED IN THE
HOSPITAL ARE NOW SHOWING UP ELSEWHERE IN THE
SYSTEM. SO, THE CONTROLS ON HOSPITAL SPENDING
HAVE CAUSED DRAMATIC NEW SPENDING FOR HOME HEALTH,
OUTPATIENT SURGERY AND PHYSICIAN OFFICE VISITS.
NOW WE ARE LOOKING AT SETTING UP FEE
SCHEDULES FOR THE THOUSANDS OF SERVICES PROVIDED
BY PHYSICIANS-
WILL THESE FEE SCHEDULES GIVE US MORE FOR OUR
HEALTH DOLLAR? WILL THEY BE ACCEPTED BY YOU, THE
MEDICAL PROFESSIONALS, AS SENSIBLE AND EQUITABLE?
AGAIN, WE JUST DON'T KNOW.
BUT ONE THING IS CLEAR. IF WE ARE GOING TO
PRESERVE THE PRECIOUS NATIONAL RESOURCE OF THE
WORLD S BEST HEALTH CARE SYSTEM, IT'S-GOING TO
TAKE AN EXTRAORDINARY COMMITMENT FROM ALL OF US.
IT WOULD BE EASY TO ASSUME THAT SPENDING MORE
MONEY IS THE ANSWER. AND, TO BE SURE, ADEQUATE
FUNDING FOR HEALTH CARE MUST REMAIN ONE OUR
HIGHEST NATIONAL PRIORITIES-
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BUT WE HAVE LIMITS AS A SOCIETY ON HOW MUCH
MORE WE CAN PAY AND HOW MANY MORE SERVICES WE CAN
DEMAND-
I DO NOT BELIEVE THAT WE HAVE REACHED THOSE
LIMITS YET. BUT WE ARE AWFULLY CLOSE.
WE HAVE LEARNED AN IMPORTANT LESSON FROM THE
CATASTROPHIC HEALTH INSURANCE BILL. THE LESSON IS
THAT WE CAN MAKE EXPANSIONS IN HEALTH SERVICES IF
THREE CONDITIONS ARE MET:
1. THE USERS MUST BE WILLING TO PAY A LARGER
SHARE OF THE COSTS.
2. MAJOR CHANGES MUST BE PHASED-IN GRADUALLY,
NOT MADE ALL AT ONCE.
3. REIMBURSEMENT QUESTIONS MUST BE
CONFRONTED UP FRONT, NOT DOWN THE ROAD-
I HOPE THAT WE CAN APPLY THESE LESSONS IN
OTHER HEALTH CARE AREAS SUCH AS LONG-TERM CARE OR
FINDING WAYS TO COVER THE 35 MILLION AMERICANS WHO
STILL LACK ANY HEALTH CARE COVERAGE-
& b l ok
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LET ME CONCLUDE BY MENTIONING THAT RIGHT
AFTER THIS MEETING, I'M HEADING TO THE FINANCE
COMMITTEE TO QUESTION SECRETARY BOWEN AND 0MB
DIRECTOR MILLER ON THE PRESIDENT'S 1989 BUDGET.
SO, NOW YOU HAVE A GREAT OPPORTUNITY TO TELL
ME WHAT'S ON YOUR MIND. AND I CAN PROMISE YOU
THIS. IF I CAN'T ANSWER YOUR QUESTION, I'LL BET
THE SECRETARY CAN. SO, GIVE IT YOUR BEST SHOT.
THANKS AGAIN, FOR INVITING ME TO SPEAK WITH
YOU. I HOPE WE WILL HAVE MANY OPPORTUNITIES TO
WORK TOGETHER IN THE MONTHS AHEAD.
